— AR80 


Canada Southern Petroleum Lid. 
Annual Report, June 1964 


CONTENTS 


President’s Message, 1 
Review of Operations, 4 
Yukon Territory, 4 
British Columbia, 5 
Arctic Islands, 8 
Markets and Outlets, 9 
Net Production, 10 
Net Expenditures Through 
June 30, 1964, 11 
Acreage Summary, 12 
Financial Statements, 14-20 


CANADA SOUTHERN PETROLEUM LTD. 


BOARD OF DIRECTORS 


JouHn W. BuckLEy 
Joun M. GopFrEY 
BENJAMIN W. HEATH 
Donavp B. LAMONT 


M. A. REASONER 


OFFICERS 


Joun W. BuckLEy 
President 


M. A. REASONER 
Vice President & General Manager 


ROLAND J. RICHARDSON 
Vice President & Controller 


ARTHUR B, O’DONNELL 
Treasurer & Secretary 


K. Ross JORDAN 
Assistant Secretary & Assistant Treasurer 


AUDITORS 


Arthur Young, Clarkson, Gordon & Co. 


Securities Transferred in the United States of America by 
The First National Bank of Jersey City 
One Exchange Place, Jersey City, N. J. 07303 


Inquiries or requests for additional information concerning Canada Southern 
Petroleum Ltd. should be addressed to the Company in care of The First 
National Bank of Jersey City, One Exchange Place, Jersey City, N. J. 07303. 


PRESIDENT’S MESSAGE 


To the Stockholders: 


Your Company is presently completing the tenth year of its 
participation in Canada’s petroleum industry. A_ retrospective 
glance at our operations over the past decade reveals consider- 
able progress and, more importantly, a sizable potential for the 
future. 


When formed in 1954, Canada Southern had little in assets 
except the rights to 2,500,000 acres of exploratory acreage, of 
which 1,300,000 were in northeastern British Columbia. 


Today, Canada Southern’s holdings in Western Canada 
include over 1,475,000 acres which are being explored and de- 
veloped largely at the risk of other companies. To date, the 
more than $49 million spent in exploration and drilling on Canada 
Southern’s extensive land spread has given the Company varying 
but substantial interests in five oil fields in northeastern British 
Columbia and fourteen gas fields in British Columbia, the North- 
west Territories and the Yukon. 


Accessibility to markets via completed gathering systems 
and new pipelines already under way or projected for the near 
future give assurance that production from Canada Southern’s 
interest acreage will find increasing outlets to consumer markets 
both in Canada and the United States. 


An inventory of your Company’s accomplishments after ten 
years is both a record of steady progress and an augury of 
future growth at what promises to be an accelerated pace. 


One of the areas which give promise of considerably ex- 
panded activity is Permit 1007 (CSP 45%) in the southeast 
corner of the Yukon Territory, the site of the Company’s North 
Beaver River gas discovery. Completion tests, which were re- 
sumed in mid-summer following their suspension in April after 
detection of an unexplained rupture in both tubing and casing 
at a depth of 9,002 feet, were concluded in late October. 


Because of a series of mechanical problems, adequate and 
satisfactory tests of the entire mid-Devonian carbonate section 
which was penetrated by this well could not be effectively con- 
ducted. However, at least this much has been learned. Starting 
at 12,160 feet, some 2,300 feet of this carbonate section were pene- 
trated. On initial tests the bottom 1,000 feet were deemed to 
contain salt water. The 1,300-foot balance of the section had por- 
osities ranging from good to poor. Various portions of this 
section yielded gas to the surface on tests. However, because 
of the mechanical difficulties referred to above, it was not poss- 
ible to make thorough and accurate tests. The final tests in 
September did show, nevertheless, that a 30-foot section toward 
the top of the carbonate was capable of flowing gas at rates 
ranging up to 5 million cubic feet per day. This well is now a 
capped gas well. 


Seismic operations are now under way to prepare for the 
drilling this winter of one or more additional wells on Permit 
1007. It is further expected that gas from the North Beaver 
River well will be used to drill these follow-up wells. The econ- 
omies of air drilling are by now well established; gas drilling, 
on the other hand, is proving to be even safer and more econom- 
ical. 


Apart from the Yukon drilling, which understandably has 
been a major center of attention throughout the year, considerable 
interest has focused on the Fort Nelson area. Activity here, which 
mounted steadily over the past year, is expected to be intensified 


greatly this winter as a result of the completion by Westcoast 
Transmission Co., Ltd., of its 30-inch, 225-mile pipeline from 
Chetwynd to Fort Nelson, and its gas processing plant which is 
located partly on Canada Southern interest acreage. 


Completion of these facilities is certain to act as a spur to 
further the more rapid development of the gas fields of the Fort 
Nelson area, in which Canada Southern’s properties consist of 
529,395 gross acres, or 112,169 net acres. 


In the body of this report will be found full details of your 
Company’s participation in the work being done in the Fort 
Nelson, Highway, Boundary Lake, Peejay, and other areas. 


A review of the year’s operations and audited financial state- 
ments for the fiscal year ended June 30, 1964, will be found on 
the following pages of this report. To the extent that it is poss- 
ible to announce the plans of the various operators of the Canada 
Southern holdings, this material indicates that the 1964-65 drilling 
period will witness intensive exploration and development efforts 
on this acreage, as well as on adjoining properties. The drilling 
of eight or more exploratory wells is expected on Canada 
Southern properties alone. 


On behalf of the Board of Directors and officers, I wish to 
express our appreciation for the contributions of the operating 
staff to the progress of the past decade, as well as to that of the 
year just passed. 


Respectfully submitted, 


—t- 0). Fractal 


President 


Calgary, Alberta 
November 19, 1964 


REVIEW OF OPERATIONS 


YUKON TERRITORY 
NORTH BEAVER RIVER 


Stockholders will recall from the previous 
Interim Report that the drilling of the Com- 
pany’s North Beaver River well, located on 
Permit 1007 (CSP 45%) in the southeast 
corner of the Yukon Territory, was accom- 
panied by many mechanical difficulties and 
costly delays, which, on April 10, 1964, 
resulted in suspension of the completion 
operations. In addition, the annual spring 
thaw, which occurred immediately follow- 
ing the suspension, meant that for an 
extended period neither the access road 
nor airstrip was usable, so that in the event 
of an emergency, no means of transporta- 
tion was available for bringing in needed 
supplies. 

Completion tests started on April 6 and 
three days later a 651-foot interval, from 
12,207 to 12,858 feet, commenced to flow 
gas under light acid stimulus. The follow- 
ing day, as preparations were being made 
to fully acidize this interval, it was estab- 
lished that both tubing and casing had been 
ruptured at a depth of 9,002 feet. 

As a consequence of this unexpected 
development, it was decided to suspend the 
well pending a re-evaluation of the situa- 
tion. This assessment in turn resulted in a 
decision to resume completion tests. 


At mid-summer, the balance of supplies 
needed to repair the ruptured tubing and 
casing at 9,002 feet was airlifted to the 
drill-site. Damage to the casing was re- 
paired and tubing replaced. Due to junk 
iron in the hole resulting from milling 
operations, it became impractical to clear 
the hole and properly test other than the 
top 30 feet of indicated pay zone. This 
zone was acidized and flowed gas at rates 
up to 5 million cubic feet per day. 

Meantime, Canada Southern has _pro- 
posed that plans be made for the drilling, 
commencing this winter, of the first of a 
series of additional wells on Permit 1007, 
with operations contemplated to start as 
soon as the terrain becomes sufficiently 
frozen to move in the necessary supporting 
equipment for a continuous development 
and delineation program. 

Plans are to use gas from the North 
Beaver River well to drill the follow-up 
wells. Air drilling has recently proved to be 
a very ecgnomical method of drilling in the 
immediate area, but gas drilling is deemed 
to be safer and even more economical. By 
the use of gas for future operations, the 
year-round drilling may possibly be carried 
out with drilling time reduced from an 
estimated 120 to 90 days at a cost saving 
of approximately $750,000 for each well. 


BRITISH COLUMBIA 
FORT NELSON AREA 


This area of northeastern British Colum- 
bia seems destined to experience a substan- 
tial upswing in drilling and exploration as a : a 
a result of the construction by Westcoast we . . . 
Transmission Co., Ltd., of a $60-million, o I 
30-inch, 225-mile pipeline from Chetwynd 
to Fort Nelson, and a 200 million cubic 
feet per day capacity gas processing plant. 
The pipeline itself is due for completion 
by December of this year, and the process- 
ing plant has been completed. One of the 
first wells scheduled to go on production 
is Apache b-76-G (CSP 21.25%), which 
is viewed as an extension to the Clarke Lake 
field. 

Now that a pipeline to market is immi- 
nent, it appears certain that this portion 
of the Clarke Lake field will be fully devel- 
oped. One well was recently started off- 
setting the Company’s property and an 
additional location on Canada Southern 
property is expected soon. The presence of 
the new pipeline and processing plant also CTS 
is likely to spur activity around the Triad- 
Sohio-Pacific a-30-K Jackfish well, in which 
Canada Southern owns a 21.25 per cent a 
interest, and which is located on the south x 
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portion of some 87,000 carried interest 
lease acres in former Permit 103. Your 
Company’s stake in the Fort Nelson area, 


in which accelerated activity is expected, FORT NELSON AREA 
consists of 529,395 gross acres, or 112,169 seats eka 
net acres. Stak BE densa ce 
Although the project is based at this ace eon i 
initial stage on growing gas demands in ee GARG er ee ae 


British Columbia itself, the long-range i I 
prospects envision substantial exports to 
U. S. markets as well. Present estimates 
indicate that U. S. Pacific Northwest mar- 
kets are increasing 50-million cubic feet a 
day each year —while in northern Cali- 
fornia, consumption is growing annually at 
the rate of 100-million cubic feet per day. 


HIGHWAY AREA 


MILES 


© Oil Well Suspended 
3% Gas Well © Drilling 
~-Abandoned © Location 


a 


November 10, 1964 


HIGHWAY AREA 


The drilling of an exploratory test well 
was begun this summer in the eastern 
quarter of former Permit 149, in which 
Canada Southern has a 50 per cent carried 
interest. The well, which is scheduled to 
test new and deeper horizons in the field, is 
a 12,500-foot Middle Devonian Elk Point 
test, and the drill-site is located in the High- 
way Field, three-fourths of a mile northeast 
of Highway No. 1, and five-eighths of a 
mile southeast of Highway No. 2 gas well. 
The well is presently drilling below 11,400 
feet. 


PEEJAY—NANCY AREA 


The Pacific PJ d-85-H oil discovery well 
mentioned in the April, 1964, Interim 
Report is now one of 20 wells that are 
either completed or in the process of com- 
pletion. The area has been given the new 
field name of Nancy. Five of these com- 
pleted wells are located on Canada South- 
ern’s 27.75 per cent carried interest land. 
Because of Crown Sales of the corridor 
lands, information in general has been kept 
confidential on this development. At the 
sale on August 5, 1964, prices ranging up 
to $1,016 an acre were paid for this 
corridor acreage. Development is proceed- 
ing with two rigs in operation and another 
four rigs are presently drilling step-out and 
exploratory wells in the area, two of which 
fall on Canada Southern’s interest land. 
Although not all information is currently 
available, it can be said that production in 
this field comes from the Halfway sand 
formation at a depth of some 3,800 feet; 
there are up to 24 feet of net pay; and 
wells are capable of producing up to 500 
barrels a day. The Peejay field proper has 
been unitized for a pressure maintenance 
program and is being produced on a field 
unit basis. 


BOUNDARY LAKE 


The south part of the Boundary Lake 
field has now been unitized and the unit, 
Boundary Lake Unit No. 1, is operated by 
Imperial Oil. An average of 8,500 barrels 
of oil per day was produced in the unit for 
the month of September, the latest month 
for which figures are available. The Bound- 
ary Lake Gas Plant commenced operations 
in July 1964. The waterflood program has 
been started and is proceeding satisfactorily. 
Engineering studies indicate that the water- 
flood will more than double the recoverable 


reserves, while maintaining productivity of 
the wells at an efficient level. Your Com- 
pany now has an interest in 95 oil wells in 
the Boundary Lake Field, which is con- 
sidered at present to be fully developed. 


SIPHON CREEK—PERMIT 100 AREA 
(CSP 21.25%) 


Texaco is presently drilling two explora- 
tory wells just to the east of former Permit 
No. 100 (CSP 21.25%). These will test for- 
mations down to and including the Triassic. 


PEEJAY AREA 


"Scale of Miles 
(—=——————— sy — 
0 1 
© Oil Well 
¢ Gas Well 
Suspended F 
©,CSP Interests (P & N.G. Leases) Nov. 10, 1964 


WEST BUICK CREEK—PERMIT 101 
AREA (CSP 21.25%) 


The Altair W. Minerals Buick No. b-22-C 
well located on unitized lands in which 
Canada Southern has a 10.625 per cent 
interest is currently waiting on completion 
after flowing gas at a maximum rate of 
2,500,000 cubic feet per day on a drillstem 
test of the Buick Creek sand. The well is 
located between the West Buick Creek and 
Buick Creek Fields on a half section from 
Canada Southern interest gas lease No. 467 
and a half section of Altair rights which 
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were unitized to form a spacing unit for the 
well. 


ARCTIC ISLANDS 


Two dry holes were drilled during the 
past year in areas not affecting Canada 
Southern lands. The next wells, planned 
for the fall of 1965, are expected to be 
drilled in the vicinity of Canada Southern’s 
holdings. As reflected in the accompanying 
acreage summary, Canada Southern has 
dropped some of the more inaccessible and 
least prospective holdings and has retained 
what it considers the most promising acreage. 


MARKETS AND OUTLETS 


It was announced on November 4 that 
Trans-Canada Pipe Lines Ltd. had filed an 
application with the appropriate Canadian 
and U. S. authorities for permission to build 
a $200-million natural gas transmission sys- 
tem through three mid-western states from 
Emerson, Manitoba, to Sarnia, Ontario. This 
system will have a capacity of 800-million 
cubic feet per day and, if permission is 
granted, is to be completed by the end of 
1966. Recent information would indicate 
that if Alberta gas reserves are deemed 
insufficient to meet these contemplated 
requirements, the gathering system would 
have to be extended into northeastern Bri- 
tish Columbia to tap reserves from that 
province. This Trans-Canada announce- 
ment assures a further intensification of 
exploration and development drilling in 
northeastern British Columbia, the Yukon, 
and the Northwest Territories; and, con- 
currently, this development promises an 
accelerated access to market of increased 
production of reserves anticipated from 
these areas. 

Development Drilling 


e00 In Northeast British Soluabid 


800 


700 


Cumulative Total 


300 


On : 
1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 


WELLS CAPABLE OF PRODUCTION 
AS AT OCTOBER 31, 1964 


CSP Number of 
Interest Productive 

Field Cae Wells 
Oil = Gas 
Boundary Lake E> 92 —_— 
Boundary Lake .. 13.75 3 4 
Celibetameia ee 45.00 a 1 
Dede DATES) — i 
DOG 4 A kets BHD oo 1 
Kwan ene 21.25 — 1 
PtNelsona, oe D5 — 9) 
ackfisheee eee 2125 — il 
Highway ....... 50.00 — 4 
INaney aera game ut vars) 5 — 
North Beaver River 45.00 — ik 
Recjayee ene 27.75 6 2 
Peejay West ..... PHT ES) 2 — 
Siphon Creek DNR5 — 1 
PLOW Da leer ease 50.00 _ 1 
Warden os . Am cna: 21.25 a 1 
West Buick Creek 21.25 2, 12 
West Buick Creek 10.625 — 1 
otal ® Ara 110 34 


Exploratory Drilling 
In Northeast British Columbia 


* New field, new horizons and 
_ 2 mile or more extensions 


DISCOVERY * WELLS - OIL 


0 
1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 


Cumulative Total 


NET PRODUCTION 


Oil (Bbls.) 
Field/Interest 


Boundary Lake, 7.5% .. 

Boundary Lake, 13.75%. . 
Buick Creek, 21.25% |... 
Peejay, 2775% 
West Peejay, 27.75% ... 


TOTA Ore Se 


Gas (Mcf) 

West Buick Crk., 21.25% 
Highway, 50% ......... 
Boundary Lake, 13.75%... 


TOPPA oe ee 


Field/Interest 


Boundary Lake, 7.5% ... 
Boundary Lake, 13.75% .. 
Buick Creek, 21.25% ... 
Nancy, 27.75% 
Peejay, 27./5% 
West Peejay, 27.75% .... 


TOTAL 2k. 


Gas (Mcf) 

West Buick Crk., 21.25% 
Highway, 50% ...... 
Boundary Lake, 13.75%... 


TOTAL 


1963 


* Reflects sale of 644% interest in Boundary Lake field in March 1963. 
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1957 1958 1960 1961 1962 

- = ae ce i 2 eas 

5,656 23,131 53,189 39,731 28,323 286,089 —»- 64,046" 

655 3,036 - — — — 

a _ S 226 279 14584 -20,890 

_ _ = . - 2475 3 Bee 

6,311 26,167 53,189 39,957 28,602 303,148 241,590 : 

134,035 1,894,183 2,590,893 2,960,826 2,341,828 1,865,132 856,071" 

— 348,610 1,267,356 642,628 406,540 +=—«-220,960-—« 159,189 . 

Ls a = 33,560 314,138 276,208 «255,182 

134,035 2,242,793 3,858,249 3,637,014 3,062,506 2,362,300 1,270,442 / 

Totals 

1957 

1964 Dr 

January February March April May June July August 1964 

14,222 12,879 13,278 12,667 13,412 11,499 11,808 12,073 254,971 — 

533 458 532 423 363 469 #106 76 503,125 — 

o — — _ = _ - - 3,691 
_ — = — 685 755 1,663 1,689 4,792 
876 894 806 3241 5051 4857 4.950 4918 61,601 
i — a _— — — 6,178 
15,752 14,981 14,706 16,331 19,511 17,580 18,527 18,756 $34,356 
109,998 96,364 108,187 96,340 98,809 42,774 62,473 45,902 13,303,815 
24,875 942 - ae — = — 2983 3074083 
16,625 16,897 19,933 18,858 18,910 17,109 — 8658 996,078 
151,498 114,203 128,120 115,198 117,719 59,883 62,473 57,543 17,373,976 


NET EXPENDITURES THROUGH JUNE 30, 
IN CARRIED 


ON LANDS WHILE 


Under Phillips Agreement (Pacific Petroleums Lid.) 


Permit 
or Lease 
Ex. Ps. 267 & 268 
P&NG Leases 
Ex. Ps. 262, 234, 266, 
245-248 P&NG 
Leases 
Ex. P. 149 P&NG 
Leases & N.G. Lease 
Ex. P. 212 P&NG 
Leases 
Ex. P. 158 P&NG 
Leases 
Ex. P. 178 P&NG 
Leases 
Ex, P. 224 P&NG 
Leases 


H to O Re-assigned to Canada 
Southern 


Under Pacific Agreement 


Albercan Ex, Ps, 100-105, 116 
P&NG Leases 

EX, Ps, 38) 85, 86,89, 
90, 91 and 98 P&NG 
Leases & N.G. Leases 


Ack 


Note: Expenditures on Act Lands 
as of Conversion Date 


1964 
INTEREST POSITION 


Net to 
Canada 
Carrying ; Southern 
Charges Petroleum Ltd. 
and Drilling Net Proceeds to Revert to 
Exploratory and Total ) Net W. I. position 
Surveys Gathering Expenditures Production Expenditures by Blocks 
$ 382,148 $ 850,455 $ 1232603 $ —  $ 1,232,603 $ 342,047 
954 264 — 954,264 — 954,264 264,808 
610,047 3,473,659 4,083,706 251,630 3,832,076 1,916,038 
127,001 — 127,001 -— 127,001 63,501 
177,815 287,133 464,948 — 464,948 232,474 
141,781 676,557 818,338 12,998 805,340 223,604 
112,298 1,034,211 1,146,509 265,374 881,135 245,440 
$2,505,354 $ 6,322,015 $ 8,827,369 $ 530,002 §$ 8,297,367 
1,422,028 1,501,053 2,923,081 —_ 2,923,081 
$3,927,382 $ 7,823,068 $11,750,450 $ 530,002 $11,220,448 
$2,492,584 $ 7,012,201 $ 9,504,785 $3,446,020 $ 6,058,765  $1,277,433* 
2,556,210 7,801,346 10,357,556: 2,883,102 7,474,454 
$5,048,794 $14,813,547 $19,862,341 $6,329,122 $13,533,219 


* Including the Company’s share of interest held by Act Oils Ltd. 


Under Home Signal Agreement (Estimated) 


Liard 


Basin 29 Permits 


Grand Total of Expenditures under 
above agreements by other com- 
panies on Canada Southem 
Petroleum holdings (Carried in- 
terest and free work) 


$ 594,000 $ 4,937,249 


$9,570,176 $27,573,864 


$ 5,531,249 


$37,144,040 


$ — $ 5,531,249 


$6,859,124 $30,284,916 


P&NG Leases — Petroleum & Natural Gas Leases 


N.G, Leases — Natural Gas Leases. 
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BRITISH COLUMBIA 


Fort Nelson Area 


Permits/Ex. Permits 


85, 89 & 91 

103 & 104 

86 

105 & 116 

234, 245-248, 262, 266-268 


Buick Creek-Peejay Area 


101 & 102 
158 
178 & 224 


Blueberry-Highway Area 


149 & 212 
238 


Gross 
Acreage 


129,690 
127,490 
35,951 
50,162 
186,102 


529,395 


92,029 
25,124 
54,277 


171,430 


77,332 
30,530 


107,862 


Fort St. John-Boundary Lake Area 


38 (Ptn.) 

38 & 98 (Ptn.) 
98 (Ptn.) 

100 


Dawson-Murrary River Area 


431 
269 & 271 
272 
273 


* A detailed map of Canada Southern’s property interests in British Columbia, the Yukon, and the 
Northwest Territories is available to stockholders upon request to the Co 


654 
110,707 
18,606 
75,560 
101,861 
3,890 
2,282 


313,560 


14,639 
99,402 
5,156 
9,762 


128,959 


S. W., Calgary, Alberta, Canada. 


CSP 
Interest % 


13.75 
21.25 
13.75 
21.25 
27.75 


21.25 
50.00 
27.75 


50.00 
1.50 


6.875 
13.75 

7.50 
21.25 

1.67 
25.00 
12.50 


100.00 
67.50 
24.00 
25.00 
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Net 


Acreage 


17,832 
27,091 

4,943 
10,660 
51,643 


112,169 


19,556 
12,562 
15,063 


47,181 


. 38,666 


458 


39,124 


45 
15,222 
1,395 
16,056 
1,701 
972 
285 


35,676 


14,639 
67,096 


1,237 


2,440 


85,412 


Operator 


Pacific Petroleums Ltd. 
Pacific Petroleums Ltd. 
Sinclair Canada Oil Co. 
Sinclair Canada Oil Co. © 
Pacific Petroleums 


Imperial-Pacific 
Pacific Petroleums Ltd. — 
Pacific Petroleums Ltd. 


Pacific Petroleums Ltd. 
Sinclair Canada Oil Co. 


Dome Petroleum Ltd. 
Imperial, Pacific, Sinclair 
Imperial Oil Limited 
Imperial, Pacific, Sinclair 
Imperial-Pacific 

Sinclair Canada Oil Co. 
Dome Petroleum Ltd. 


Canada Southern 
Canada Southern 
Canadian Delhi 
Canadian Delhi 


mpany, 505 - 8th Avenue 


(As of October 31, 1964) 


NORTHWEST TERRITORIES AND YUKON 


Liard Basin 


Permits/Ex. Permits 


1525, S%-1137 & S%-2301 


1006, 1007, N%4-1137, 
N14-2301, 1132-1136, 
1149-1157, 1173-1181, 
2302 & 2713 


3378 
3301-3307 


Fort Good Hope Area 
2111-2113 


Arctic Islands Area 
A-76 to A-79, A-95, A-109, 


A-111, A-114 to A-119, 
E% A-120, A-121 to 
A-125, A-127 to A-129, 
S% A-130, A-131 to 


A-136, E42 A-137, A-138, 


A-140, A-142 to A-154, 
A-157 to A-162, E% 
A-163, A-164 to A-168, 


N¥% A-169, A-170, A-175 


to A-182, N¥% A-209, 


N% A-210, W% A-214, 


A-221, A-223, A-226, 
A-227 


N¥% A-885 & N14 A-886 


A-921 to A-938, A-950, 


A-951, A-966 & A-967 


A-978 & A-979 

S% A-708, SE% A-709, 
N%&% A-713, & NE% 
A-714 


Recapitulation (Totals) 


BRITISH COLUMBIA ....... 


NORTHWEST TERRITORIES & 


ARCTIC 
ALBERTA 


ISLANDS irr Se Ge ah ate 


Gross CSP 
Acreage Interest % 
94,856 90.00 
1,224,050 45.00 
58,980 75.00 
341,692 100.00 
1,719,578 
152,838 87.50 
152,838 


3,687,097.5 334% 


57,210 40.00 
709,135 100.00 
62,650 87.50 


100,735.5 5.00 


4,616,828 


1,251,206 


6,489,244 
1,792 


7,742,242 
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Net 
Acreage 


85,371 


550,824 


44 935 
341,692 


1,022,122 


133,734 


133,734 


1 ,229,032.5 
22,884 


709,135 
54,819 


5,037 


2,020,907.5 


319,562 


3,176,763.5 
1,792 


3,498,117.5 


Operator 


Canada Southern 


Canada Southern 
Canada Southern 


Canada Southern 


Canada Southern 
Canada Southern 


Canada Southern 
Canada Southern 


Dome Petroleum Ltd 


CANADA SOUTHERN PETROLEUM LTD. (a Canadian corporation) 


CONSOLIDATED 
Assets and Deferred Expenditures 
Current assets: 
(OF) 1 eee re PRE Ceri Pe eee RET TON wen an Sh. wes duiewle dacglaty ae 6 Si az 
Accounts receivable ~ «4.0 ae edie nine cee eee eee 
Refundable deposits and prepaid expenses .......................-5. 
Total current,-assétss 2. ee oe ee ee on eee 
Investments and other assets: 
Act Oils Limited, 50% of capital stock, at cost ............ $350,000 
United Canso Oil & Gas Ltd., 70,083 shares of capital stock, at 
cost’ (market: value $146,796) W714 era ce ey ee 123,236 
Trans-Border Holdings Ltd., 50% of capital stock, at cost 
(S1112:000 Randvadvances ($5,248) ee ee eee 117,248 
Ot eee pee a il cl rereading he Aas a AO Tee 5,080 
Oil and gas permits, leases and interests including lease rentals, geological ex- 
pensesand:dry* hole? costs ci..s8 Gy. ens Dee eye cate eee ek eee ae ame 
Other exploratory expenses and general and administrative expenses deferred . . 
Wellsin*progsess .ab Costin. otek, conn eae Sear nate ea ee eo ee er 
Land, building and equipment,"at_ cost.) yo5e s,s ee 347,310 
Less accumulated depreciation .................2.... Pe 182,316 


The accompanying notes are an integral part of this consolidated balance sheet. 
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BALANC 


$ 21,776 
87,034 
77,903 


186,713 


595,564 


4,606,211 
3,113,751 


986,160 


164,994 
$9,653,393 


SMEET (Expressed in Canadian dollars) June 30, 1964 


Liabilities and Capital 


Current liabilities: 


Demand bank loan payable, guaranteed by Act Oils Limited ........... $ 550,000 
mccomnts payable and accrued liabilities): 5 9-Me cos. neeinss hes so does 93,517 
Current portion of mortgage payable .2...4.1.....0.90 5.0.0.0. 04. eae 12,900 

Motalgcunnenteliabilitics ai warn marae re arate nr ear rere 656,417 


7% mortgage payable, maturing February 1, 1974 (secured by land and 
Dullding) awess. portioncnclided Above jin «ui pnt dee me an LAM SEOs bee: 156,963 


Capital: 
Capital stock, par value $1 per share: 
Authorized — 8,000,000 shares 


Issued == DATO UGISMANESH eee ss een ee le $ 6,247,306 
Capital in excess of par value (no change during year) .... 9,034,582 
15,281,888 


Deductions from capital: 
Losses on abandonments or sales of interests ($908,678 
in the year ended June 30, 1964) and on former 
operations in-the United) States... 4.5.0) .6. 04 sans: 9,924,156 


Profits on sales of certain interests in prior years ...... (3,482,281) 


6,441,875 8,840,013 


Contingent liability and commitments (Notes 2 and 3) 
$9,653,393 


By and on behalf of the Board of Directors 
M. A. REASONER, Director 


Rouanp J. RicHarpson, Director 
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CANADA SOUTHERN PETROLEUM LTD. 


Year ended June 30, 1964 
Consolidated Statement of Oil and Gas Permits, Leases and Interests 


Costs of oil and gas permits, leases and interests acquired ..................2.5.5.0 5 


Portion of predecessor’s investment in former subsidiary (represented principally by value 
assigned to capital stock issued) over net assets received in liquidation as shown by books 
Of Subsidiary) wh he <a icy cee Ae ea tah eek OE Te ge eee er ee 


Excess of cost of investment in present subsidiary over equity in net assets at acquisition .... 
Cost of standing well assigned under Phillips agreement in 1956 ......................... 
[eases rentals:a ees nace ee ten cee ame eee ee ee eure ai Stow oo a0 < 
Geologicalltandgeophysicall expenses: Pepe). eee 
Dry hole costs c-g5.5 fos aes oss es ed eich Oe ey tory ERR eT Ne 


Consolidated Statement of Other Exploratory Expenses and General and Administrative Expe 


Portion of organization, corporate, general and administrative expenses incurred by predecessor 
companys prior to April 20819549 4 a8 i, he craxee hese es ene car.cis Aone ee 


Expenses of the Company since April 20, 1954: 
Salarieseand vemployeenbenchitse ss ya-5 . 1 s.:.5. Perce net oie oe 
iinancialestechmical sand vothersserviCes) misc nie este ncnenee tonne een 
Trea) hservices is (5 gu ci i wrist score eho act SR RN Ok rot bc Ree rr 
Auditing services: 6.355: SRR hes, eke iis Lan) septa ar weet a ee 
Stockholdersreponts and capitalestocksexpensess 4a eerie ee are 
HT aAVe Meee tain tert Pd reel Reha rte AL ele a, Oke cana Nobels act ok ACE ec 
Buildingsmaintenancerand erenta eee eee ae ie erate eee eee eee ee acre ene ene 
Depreciation, Kio< 65 in secys deem eee Ren oe ee TN oso PA eee Sit, ee ane 
Miscellaneous: Wexpensesie recto: voseekes. nets aoe ees es CR ea ee 
Interestwand/sexch anges inde vac ceva e cutis yi Ze eo nik CL 
Intangible drilling costs, lease operating costs and royalties ......................... 


Less income received: 
Oilrandagaswsales} aire scat tet centro! hee nee ean Fiesta ee asco are 
Technical and administrative services rendered: 
Act Oils Limited (including $42,375 applicable to a prior year) ................. 
(Od s1=) au Oe EN e er ene ON OR RM OT hte TMT AREY oie AP tr PAs ANE NE Coen. O.6 4 oie 
Rentseandmothensincomensmty oi. cnet eed eee In rn cee ee 
Payments received from Phillips Petroleum Company on assigned property less refund .. 


The accompanying notes are an integral part of these statements. 
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Balance 


June 30, 1963 


$1,894,836 


1,121,738 
83,984 
412,479 
604,494 
801,166 
293,767 


$5,212,464 


erred 


$1,956,162 


1,225,159 
960,872 
534,139 

69,976 
466,052 
102,909 
321,837 
252,995 
513,040 
194,183 
285,213 


6,882,537 
579,810 


580,266 
37,425 


1,197,501 
5,685,036 
2,873,914 
$2,811,122 


Additions 


$ 14,035 


28,165 
105,012 
2,073 


$149,285 


$161,289 
164,956 
71,474 
8,409 
75,404 
9,570 
43,942 
15,570 
48,265 
14,913 
5,638 


619,430 


13,732 


98,873 
14,000 
37,056 


163,661 
455,769 


$455,769 


Abandonments 


and sales 


$242,539 


179,062 
172,809 
161,128 


$755,538 


$153,140 
$153,140 
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Balance 


June 30, 1964 


$1,666,332 


1,121,738 
83,984 
412,479 
453,597 
733,369 
134,712 


$4,606,211 


$1,956,162 


1,386,448 
1,125,828 
605,613 
78,385 
541,456 
112,479 
365,779 
268,565 
561,305 
209,096 
290,851 


7,501,967 


593,542 


98,873 
14,000 
617,322 
37,425 


1,361,162 
6,140,805 
3,027,054 


$3,113,751 


CANADA SOUTHERN PETROLEUM LTD. 
Notes to Financial Statements June 30, 1964 


1. Basis of financial statements 


The properties of the Company and its consolidated 
subsidiary, Rampart Petroleum Ltd., are in an explora- 
tory or development stage, and accordingly all expen- 
ditures (less income) of these companies have been 
capitalized or deferred except that costs and expenses 
applicable or considered allocable to areas abandoned 
and other losses, net of profits on sales of certain in- 
terests, have been deducted from capital. 


Since the properties and property rights owned by 
the Company and its subsidiary are in an exploratory 
or development stage, realization of the amounts repre- 
sented by oil and gas permits, leases and interests and 
other exploratory expenses and general and administra- 
tive expenses deferred is dependent upon future 
developments. 


2. Investment in Act Oils Limited 


The principal assets of Act Oils Limited are a 15% 
working interest in approximately 350,000 gross acres 
and a 5% carried (net profits) interest in approxi- 
mately 345,000 gross acres, both in petroleum and 
natural gas permits and leases in British Columbia. 


The Company’s investment in Act Oils exceeded by 
$104,080 the applicable equity in net assets as shown 
by the balance sheet of Act Oils at June 30, 1964. 
Neither the carrying value nor the equity in net assets 
is purported to represent the present value of the in- 
vestment in Act Oils. The bank loans of Act Oils are 
guaranteed by the Company and United Canso Oil & 
Gas Ltd. 

The financial statements of Act Oils Limited at June 
30, 1964 are set forth below: 


Act O1s LIMITED 


Balance Sheet — June 30, 1964 
(Expressed in Canadian dollars ) 


ASSETS 


Current assets: 
Cash 


Prepaidvexpenseshewi ess nese eia Alera eioree 
jhotalkcurmentiassetsu eerie ries 


Property and equipment, at cost: 
Oil and gas property interests: 
Producing (less depletion $102,261 ) 
Nonproducing 
Well costs and gathering systems: 


Producing (less depreciation and amortization $162,034) 


Standing (not presently producing ) 


LIABILITIES AND CAPITAL 


Current liabilities: 
Accounts payable: 
Shareholders 
Other 
Current portion of notes payable to bank 
Total current liabilities 


534% notes payable to bank in monthly installments (secured by producing 
properties and assignment of certain accounts receivable), less portion in- 


cludedun currentsliabilitics# i see nee 


Capital: 
Capital stock, no par value: 


Authorized— 100,000 shares; issued —6 shares 


Capital surplus (no change during year) 
Retained earnings 


MN Golson ath hv iatbert epee tts $ 89,678 
Me ett chagt as 5 fino 27,779 
hi SGpe Hae sna ee a 993 
EW ase 6 pea Ayehtoais i cee 118,450 
Seerons egheratcisiGuatal eles $336,411 
Fath este amie ARI @ 366,318 
rae Sed 754,703 
teas cuenegelae Mimncitorae 28,644 1,486,076 
$1,604,526 
apaiiokehanseat Aah har aatuw pe saree $ 34,205 
Ae et PEA See 120,981 
eh de a ees telat alee 298,560 
itr mae ie Mar a 453,746 
Bae heeslisasht Wheyemiatove eee eaveae 658,940 
aS Nea em $ 6 
A Pere ue Met P48 e 176,139 
Re SS coe ah ae cea 315,695 491,840 


Contingent liability — guarantee of Canada Southern Petroleum Ltd. bank 


loan 


$1,604,526 


CANADA SOUTHERN PETROLEUM LTD. 


Notes to Financial Statements June 30, 1964 (Continued) 
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Investment in Act Oils Limited (Continued ) 


STATEMENT OF INCOME AND RETAINED EARNINGS 
Year ended June 30, 1964 


Crude oil and gas sales ............ $631,480 
Costs and expenses, exclusive of amounts 
deducted below: 
Technical and administrative services 
provided by shareholders ....... $100,000 
Lease operating expense .......... 80,260 
NbeaS@mrentals: crs..ceare a) cfeus orc oueies oe 34,934 
Geological and geophysical ........ 26,378 
PEMGECSC Mt te By fos Fut een Weick 59,331 
iNET tts cnevn oo cae ee Sree 11,045 311,948 
Operating income before items shown 
BELOW amr ei saree ct ec toartea file Giceaeetans 319,532 
Depletion, depreciation and amortization 145,919 
Abandonments and dry holes ........ 41,415 187,334 
HNC UMILACOINIO mers tera uty ek ti fneicer Se ee ona eas 132,198 
Special item —technical and adminis- 
trative services provided by share- 
holders applicable to a prior year .. 74,998 
Net income less special item ........ 57,200 
Retained earnings June 30, 1963 .... 258,495 
Retained earnings June 30, 1964 .... $315,695 


A provision for income tax is not required as Act 
Oils has a loss carry-forward available for future years, 
which arose principally from the deductibility of ex- 
penditures carried in the balance sheet as part of 


property. 


Properties and related exploratory 
and other expenses 


2 
vo. 


The Company’s principal property interests are 
located in British Columbia, the Northwest and Yukon 
Territories and Arctic Islands. 


At June 30, 1964, most of the acreage located in 
British Columbia was covered by agreements with 
Pacific Petroleums Ltd. Under these agreements the 
Company holds certain working interests and carried 
(net profits) interests. The carried interest agreements 
provide that profits are not payable to the Company 
until expenditures by the operators have been re- 
couped from production. Also, the Company may at 
any time elect to convert its position from a net 
profits interest to a working interest by paying its 
share of the expenditures not recouped by profits from 
production. Through June 30, 1964 Pacific Petroleums 
has reported expenditures of $14,309,000 (increased 
$420,000 since June 30, 1963) of which $4,414,000 is 
attributable to the Company’s interests. 

At June 30, 1964, the Company held a 45% work- 
ing interest in approximately 1,224,000 gross acres in 
the Northwest and Yukon Territories. The Company’s 
45% share of a well in progress on a permit in this 
area amounted to $986,160 at June 30, 1964, an in- 
crease of $566,144 since June 30, 1963. Previously, a 
group of oil companies expended $3,000,000 in a pre- 
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scribed drilling program on this acreage in partial ful- 
fillment of an obligation incurred in 1959 with their 
purchase of a portion of the Company’s original inter- 
est in the acreage. 

Lease rentals, work requirements and deposits anti- 
cipated by the Company with respect to its property 
interests for the year ending June 30, 1965 aggregate 
$341,000. This amount includes $44,960 of lease 
rentals on reassigned acreage on which rentals are 
technically in default. Such amount will not be paid 
if this acreage is abandoned. 

No provision for amortization of the amount carried 
for oil and gas permits, leases and interests or the ex- 
penses related thereto is included in the financial state- 
ments. Depreciation has been provided for building 
and equipment by the straight-line method based on 
estimated useful lives. 


4, Capital stock option 

At June 30, 1964, options granted in July 1959 to 
The Catawba Corporation to purchase 150,000 shares 
at $6.00 (market price $4.07) per share were out- 
standing and exercisable. These options expire August 
31, 1966. An additional 23,000 shares are reserved 
for granting of future options. 

On September 4, 1963, options to purchase 8,000 
shares, immediately exercisable, were granted to two 
employees. The option price was $6.00 per share, an 
aggregate of $48,000. The quoted market price at 
date of grant was $3.94 per share, an aggregate of 
$31,520. 

On June 30, 1964, options as to 84,000 shares 
granted in 1959 and the options as to 8,000 shares 
granted on September 4, 1963 expired. 


5. Officers’ compensation and The Catawba 
Corporation 

Certain employees and office facilities are shared 
with United Canso Oil & Gas Ltd. and certain of the 
general and administrative expenses represent allo- 
cated portions of common expenses. Compensation of 
officers and contributions to a pension plan in their 
behalf allocated to the Company amounted to $43,701 
and $5,248, respectively, for the year ended June 30, 
1964. 

The amounts shown in the consolidated statement 
of other exploratory expenses and general and adminis- 
trative expenses deferred for financial, technical and 
other services represent charges from The Catawba 
Corporation. The Company’s contract with Catawba, 
expiring August 31, 1966, provides for payments based 
on services rendered. The contract also grants a 4%4th 
overriding royalty on all properties acquired by the 
Company from April 20, 1959 to the expiration date 
of this contract. 

Certain officers and directors of the Company, who 
do not receive salaries directly from the Company, are 
stockholders of or associated with The Catawba 
Corporation. 


AUDITORS’ REPORT 


The Board of Directors and Shareholders 
CANADA SOUTHERN PETROLEUM LTD. 


We have examined the accompanying consolidated balance sheet of Canada Southern Petro- 
leum Ltd. and subsidiary at June 30, 1964 and the related consolidated statements of oil and 
gas permits, leases and interests and of other exploratory expenses and general and administra- 
tive expenses deferred for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly: included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 
We have obtained all the information and explanations we have required. 


In our opinion, subject to such adjustment as would result from failure to recover in the 
future the amounts at which oil and gas permits, leases and interests and other exploratory 
expenses and general and administrative expenses deferred are carried in the balance sheet 
(see Note 1), and according to the best of our information and explanations given to us and 
as shown by the books of the companies, the statements named above are properly drawn up 
so as to exhibit a true and correct view of the state of the affairs of Canada Southern Petroleum 
Ltd. and subsidiary at June 30, 1964 and the changes for the year then ended in oil and gas 
permits, leases and interests and in other exploratory expenses and general and administrative 
expenses deferred, in conformity with generally accepted ae principles applied on a 
basis consistent with that of the preceding year. Ss 


ARTHUR YOUNG, CLARKSON, GORDON & Co. 


New York, N. Y. S 
September 14, 1964 
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